








to $38.8 billion a year. But, like the pension estimates, 
the extent to which those costs affect tax revenues 
won’t be known until we have a better fix not only 
on the tax position of the companies involved, but 
also on how employers react. 

Some companies that now employ a large propor- 
tion of part-time workers would rely more on full- 
time help or refuse to let part-time employees work 
more than 174% hours a week. Those companies’ 
health contributions would change only modestly, 
and the related tax expenditure increase would be 
small. Others would absorb the additional costs of 
the required benefit or pass it along to their 
customers. For these firms, contributions would rise 
substantially, and tax revenues would drop accor- 
dingly. 

In other situations, with the Kennedy plan as a 
minimum, employers would have to abandon a variety 
of cost containment devices they have adopted to en- 
courage their employees to purchase health care 
wisely. Some company plans pay for much lower por- 
tions of health bills if employees refuse to cooperate 
with cost containment rules such as second surgical 
opinions or the use of providers who have negotiated 
favorable rates (see article on p. 341 of this issue). The 
Kennedy legislation would curtail the use of these 
devices. 

Similarly, flexible benefits plans that offer em- 
ployees incentives to choose less expensive catas- 
trophic medical coverage together with other benefit 


choices would have to be redesigned. With the Ken- 
nedy package as a minimum, health plan choices 
would make far less sense. How employers with cost 
containment programs or flexible benefit plans re- 
spond could greatly affect tax revenues, rendering the 
tax staff’s estimates obsolete. 


Conclusion 


Despite the likelihood that the tax staff’s estimates 
will prove to be far off the mark—in part because they 
fail to reflect changes required by existing law—they 
are an Ominous cloud on the legislative horizon. 
Should Congress find the Federal deficit at unaccept- 
able levels as the election approaches, or should the 
threat of Gramm-Rudman cuts spark them into ac- 
tion, they will again face the dual dilemma of spend- 
ing cuts versus revenue hikes and tax rate increases 
versus base-broadening. 

In this political environment, further spending cuts 
would hurt, and tax rate increases so soon after the 
1986 rate cuts seem remote. Base-broadening may be 
the only choice. In that event, the tax staff’s numbers 
point straight to further employee benefit changes. 
With pension and health benefits at the top of the 
list, they stand to face still more scrutiny. In the health 
area, Congress seems more concerned about lack of _ 
coverage, rather than too much employer spending. 
So pensions could get hit yet again. Are you ready 
to revisit the Section 415 limits? & 
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